June 17, 2003

of the day, if we are not able to im-
prove the bill with some of these
amendments that have been discussed,
it is either yea or nay. If we know that
this kind of chaos and uncertainty is
coming down the road when the legisla-
tion Kicks in in 2006, is the theory of
the Senator from South Dakota that
half a loaf is better than no loaf at all?

Mr. DASCHLE. | have come to the
conclusion, that this may not even be
half a loaf but it is a start. As a start,
it affords an opportunity to come back
in 2 months, 2 years, within the next
two decades, and gives us a chance to
build. It has the elements of a founda-
tion upon which we can improve a sys-
tem of prescription drug health care
delivery to seniors for the first time in
our lifetime, for the first time in the
lifetime of Medicare. That to me is a
valuable asset to put in the bank so
that | am prepared to accept the many
deficiencies in this bill in an effort to
get something started.

I don’t expect | will enjoy unanimous
support for that point of view within
our caucus, perhaps within the Senate.
But it seems to me we have to start
somewhere. If we fall victim to making
the perfect the enemy of the good, then
I believe we will have lost yet another
year and there will be no help for sen-
iors under any circumstances. | don’t
find that acceptable.

Mr. NELSON of Florida. | thank the
Senator from South Dakota.

Mr. DASCHLE. | yield the floor.

———

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER (Mr. EN-
SIGN). Morning business is closed.

———————

PRESCRIPTION DRUG AND MEDI-
CARE IMPROVEMENT ACT OF
2003—Resumed

The PRESIDING OFFICER. Under
the previous order, the hour of 10 a.m.
having arrived, the Senate will proceed
with consideration of S. 1, which the
clerk will report.

The assistant legislative clerk read
as follows:

A bill (S. 1) to amend title XVIII of the So-
cial Security Act to make improvements in
the Medicare Program, to provide prescrip-
tion drug coverage under the Medicare Pro-
gram, and for other purposes.

The PRESIDING OFFICER. The Sen-
ator from Maine.

Ms. SNOWE. Mr. President, | rise
today to praise the exceptional com-
mitment of Chairman GRASSLEY as
chairman of the Senate Finance Com-
mittee, ranking member, Senator BAU-
cus, to meld both political and policy
differences and produce a bill that can
garner support of 16 members of the Fi-
nance Committee, 16 Members of the
Senate Finance Committee who rep-
resented every facet of the political
spectrum.

That they were able to execute this
extraordinary achievement and
produce this bill, especially less than a
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year after the committee process was
bypassed altogether, is a testament not
only to their skill but also to their pas-
sion for this issue.

They have built upon the leadership
that has been provided by the Presi-
dent, who challenged the Congress to
enact a Medicare prescription drug
benefit, offered principles, and more re-
cently issued the charge to the Con-
gress to have a bill on his desk in July.
The Senate majority leader has been
steadfast in his commitment not only
that a markup should be held in the Fi-
nance Committee but also to ensuring
we had a timetable to make the process
work and to have this legislation on
the President’s desk in July. Thanks to
his determination and also to the de-
termination, commitment, and long-
standing contributions made by my
colleagues, Senator HATCH, Senator
BREAUX, and Senator JEFFORDS, along
with Chairman GRASSLEY and Senator
Baucus, with whom | have worked over
the past few years, seniors will be able
to celebrate a second independence day
this summer: Independence from the
crushing cost of prescription drugs.

As one who teamed with Senator
WYDEN almost 6 years ago to forge this
first bipartisan prescription drug cov-
erage bill in the Senate, | know it has
been a rather lengthy road that has led
to this day, but it has been a much
longer and more arduous journey for
America’s seniors who cannot afford to
wait any longer for Washington to act.
So | am pleased we now stand on the
brink of passing legislation that will
provide every senior with the security
of a comprehensive prescription drug
benefit under the Medicare Program.
That means we have the opportunity to
pass this benefit this month and to
have it on the President’s desk in July.

We have certainly come a long way
since | started in this process with my
colleague, Senator WYDEN, almost 6
years ago, when we fired some of the
opening shots in this legislative battle.
We progressed from the $28 billion
former President Clinton proposed for
a prescription drug proposal to the $40
billion program that we established—
Senator WYDEN and 1, in the Budget
Committee as members of that com-
mittee, for a $40 billion reserve fund
over 5 years—to finally enacting a re-
serve fund several years later, again, a
reserve fund for more than $300 billion.
Ultimately, we had the proposal last
fall for $370 billion, and then the bipar-
tisan bill that included that amount of
money, and then, of course, the $400
billion that was proposed by the Presi-
dent this year.

I remind my colleagues that is al-
most $200 billion more than the Presi-
dent originally initiated for a proposal
just last year. So we have come a long
way in this process over a 6-year pe-
riod, from $28 billion to $40 billion to
$300 billion to $370 billion to $400 billion
right now.

There are those who argue they have
not been included in the process that
has brought us to the floor of the Sen-
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ate this week, but | can say we have
had extensive hearings in the Senate
Finance Committee. | remind my col-
leagues, since 1999 the Finance Com-
mittee has held 30 Medicare hearings
with 8 focused specifically on the cre-
ation of a prescription drug benefit.
Last year, we spent 2 weeks on the
Senate floor considering 5 different ini-
tiatives. During the Finance Commit-
tee’s consideration of this bill last
week, the chairman allowed an exten-
sive discussion of the issues and more
than 136 amendments were filed.

The bottom line is the policies in this
consensus bill certainly were not
achieved in a vacuum. They are the
combination of 5 years of vetting and
bipartisan bridge building. They are
the direct descendants of last year’s
tripartisan bill that we spent 2 years
developing, meeting every week. That
was, again, Chairman GRASSLEY, Sen-
ator BAucus, Senator BREAUX, Senator
HATCH, Senator JEFFORDS, and myself,
and this ultimately resulted in an evo-
lutionary process of numerous
iterations of various legislative initia-
tives and provisions. It has been a
healthy competition of ideas that has
been forged into this piece of legisla-
tion today, recognizing it is virtually
impossible in a 51-49 Senate to design
the largest domestic program, in nomi-
nal terms, ever created and to pass the
most significant enhancement of the
Medicare Program in its 38-year his-
tory with a ‘“my way or the highway”’
approach.

Concessions must be made. Thank-
fully, they have been made in arriving
at this policy equilibrium that ac-
knowledges, not only what is politi-
cally possible but, most critically,
what is workable and meaningful and
effective for America’s seniors. The
President made concessions, Repub-
licans made concessions, Democrats
made concessions, and then there were
concessions made across the ideolog-
ical spectrum in each of our respective
parties. But, in the final analysis we
also have acknowledged that if we
want to pass a prescription drug ben-
efit, then we have to achieve a con-
sensus to ensure that seniors get this
benefit this year and now.

As a result, we maintained that there
were certain principles that had to be
adhered to in the development of this
legislation. Certainly it maintained
the four principles we established when
we designed the original tripartisan

lan.

P First of all, the benefit must be uni-
versal—that is the No. 1 priority for
seniors, ensuring that any new benefit
is available in every region of the
country regardless of whether you live
in an urban area or a rural area—and
that you could receive this benefit at
the lowest monthly cost possible; that
the benefit be targeted, with lower in-
come seniors receiving the most assist-
ance, with limited cost sharing and re-
duced or eliminated premiums; that
the benefit be comprehensive, pro-
viding coverage for every therapeutic
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drug class and category from the
generics to the most advanced innova-
tive therapies, while at the same time
providing seniors with a choice in
plans; and that the benefit produce real
savings.

In this bill, an individual with an an-
nual income of $15,000 per year, and
drug expenditures of $7,000 per year,
would save $6,000, an 80-percent sav-
ings. A couple with an annual com-
bined income of $30,000 and combined
drug expenses of $5,000 would save
$1,385, a 28-percent saving.

All of these principles are essentially
the ones that we developed in the
tripartisan plan and even before that,
when, with my colleague Senator
WYDEN, in the legislation we intro-
duced back in 1998, after months of in-
tensive research and outreach and ne-
gotiations, we became more convinced
than ever, working across the political
aisle and also understanding the policy
dynamics and what undergirds the
Medicare Program, we had to create a
universal benefit under the Medicare
Program with a subsidy to help lower
income families pay for those pre-
miums.

Moreover, because we believe individ-
uals should have the same ability
Members of Congress and Federal em-
ployees enjoy to choose the coverage
that best suits their needs, seniors
would be able to select their coverage
from a variety of offerings by private
insurers.

Then, as today, there are those who
felt that any meaningful, reliable ben-
efit should be a Government-run pro-
gram. But we also learned from the de-
bate last fall, when we considered var-
ious proposals across the political spec-
trum. We considered a Government-run
prescription drug benefit program and
we got various estimates from CBO
that at the minimum it would cost
from $600 billion to more than $1 tril-
lion by certain estimates. That is a
problem because, when we have a per-
formance-based program that doesn’t
have any risk involved in delivering
that program, the costs go up.

We also saw with that approach that
the program would be sunsetted after 7
years, to mask the true costs, so that
seniors wouldn’t have the true benefit
of that program after 7 years because
we could not contain the costs with a
Government-run program. Obviously,
it would affect the future liabilities
and the solvency of the Medicare Pro-
gram, which we know is going to be a
serious problem down the road when we
have more seniors retire.

So, finally, we decided that an ap-
proach of that kind ultimately would
have significant restrictions. Last
year’s bill, when it embraced a Govern-
ment-run program, not only did it sun-
set, but it also statutorily limited the
number of drugs a senior could pur-
chase within a therapeutic class to just
two.

So that is why we diverged from that
road of going down the path of a Gov-
ernment-run program, so they can
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make sure seniors have options, and
also so they can have the availability
regardless of where they live in Amer-
ica. Our bill today puts no limit on
drug coverage because seniors
shouldn’t be limited in their options
for treatment, just as they also
shouldn’t be limited in their options
for coverage. The fact is, the one-size-
fits-all approach doesn’t work when it
comes to writing prescriptions. And it
certainly won’t work when it comes to
prescription drug coverage either.

The question is how to provide sen-
iors with choice without undermining
the integrity of the basic tenets of the
Medicare Program. That was the major
issue that confronted us in developing
the tripartisan plan and certainly the
proposal that is before us today. | be-
lieve the answer is to allow seniors to
utilize the traditional and the familiar
fee-for-service delivery method.

Over the years, people have come to
feel comfortable with this approach
and with this model. There are those
who have already been a part of this
program, and those who will be retiring
and may want to join a fee-for-service
but at the same time be allowed access
to other plans that are developed by
private insurers which may be better
able to tailor the differences to suit the
varied needs of seniors today. This ne-
cessitated a give-and-take in this legis-
lation.

Specifically, some have criticized
this plan for not having a defined ben-
efit. But a defined benefit means all
benefits will look alike, which brings
us back to the one-size-fits-all ap-
proach. Rather, under this legislation,
plans have the flexibility to offer the
standard benefit as prescribed in the
statute or to offer a benefit that is ac-
tuarially equivalent to the standard
option.

The guideline insures that all plans
will have the same $275 deductible,
$3,700 in true out-of-pocket costs for
stop-loss coverage, and the total value.
But it allows plans to vary cost sharing
requirements between the deductible
and stop-loss to create options that are
the most appealing to the beneficiaries
in that particular region.

In other words, with this legislation,
the value of the benefits must be the
same—not necessarily the benefits
themselves. Again, it comes back to
choice. Seniors will be able to choose.
They can do so secure in the knowledge
that those plans offered by private in-
surers include benchmark standards.

This bill’s requirements ensure that
the overall quality of those standards
is protected and preserved in the kind
of coverage that will be delivered under
this proposal.

In order to satisfy the concerns of
those who say that offering numerous
private plans may be disrupting or con-
fusing to seniors, the bill instructs the
administrator for the Center for Medi-
care Choice to enter into 2-year con-
tracts so seniors will not have to
change plans every year if they are
happy and content with the services
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they are receiving. This also should act
as an enticement or inducement to pri-
vate plans to participate because it
provides them with the stability as
well.

Moreover, the new program builds off
of strict consumer protection from cur-
rent law under the Medicare+Choice
Program that requires the adminis-
trator to approve marketing material
and provide educational materials to
help beneficiaries compare and con-
trast benefit options.

Remember, the model we are using is
the Federal Employees Health Benefits
Program that serves Members of Con-
gress as well as Federal employees. In
fact, the average age of a Federal em-
ployee enrollee is 61. Choice works for
them. Yet we cannot lose sight of the
fact that over 80 percent of current fees
voice strong support for the program
and may not want to change. They may
not want to test the unproven.

That is why we believed it was crit-
ical that this bill provide an equal drug
benefit no matter which option a sen-
ior may select because more than 80
percent of seniors are now with the
current Medicare fee-for-service pro-
gram. Because those new retirees in
this next decade may be more accus-
tomed to what would be delivered
under a preferred provider network, we
wanted to offer options and choices
among the plans that seniors could se-
lect without undermining the integrity
of the existing Medicare Program.

I know some of my colleagues would
have preferred to offer a differential
benefit when it came to the prescrip-
tion drug coverage. Depending on
which program you enrolled in, they
wanted a better benefit under the pri-
vate plan as an incentive to partici-
pating in the privately created model,
known as PPO.

Again, we have no certainty as to
how these plans will work. We obvi-
ously have a track record for the tradi-
tional fee-for-service program. We
know how that program works. But we
don’t know how the privately delivered
program will work in the final anal-
ysis. That is something we will learn
about as time proceeds.

CMS predicted, for example, that 43
percent of seniors would participate in
private plans. But the Congressional
Budget Office estimated that only 2
percent would participate in the pri-
vate programs.

What happens in the event private
prescription drug benefit delivery plans
don’t flourish in a particular region as
projected? We don’t have the tradi-
tional fee-for-service program to fall
back on. What then happens? We can’t
afford to go back to the days before the
Medicare Program was created and in-
stituted in 1965 because those were the
days of patchwork coverage that varied
widely, if it existed at all for seniors.
Again, it depended on where you lived
or if you had any kind of medical ac-
cess or if you had health insurance,
which in many cases seniors didn’t.
That is why we established the Medi-
care Program back in 1965—so that we
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created evenness, fairness, and accessi-
bility for all seniors—a platform of a
level of care for seniors in this country
regardless of where you lived in Amer-
ica, regardless of your income. That is
why we felt and strongly believed that
we needed to extend fairness to every-
one. That was the spirit of the Medi-
care Program in the first place.

Providing a differential or an equal
prescription drug benefit is just one of
the many sound compromises in this
legislation, but at the same time it is
consistent with embracing the uni-
versal principles of the Medicare Pro-
gram.

I know some have said we have al-
ready created a private delivery health
option that is doomed to fail; and, that
it would hinder the private market so
that plans will never possibly partici-
pate in this program.

In fact, we have worked very closely
with insurance actuaries and firms
that we hope to attract so that we un-
derstand how they make business deci-
sions as well as how they deliver care
under those plans and with whom they
negotiated to develop those networks
and those plans. With that knowledge,
we have incorporated a number of
mechanisms in this legislation before
us today. Those mechanisms include
risk corridors, reinsurance and pre-
mium stabilization accounts which are
intended to build a stable, productive
model that we believe will attract and
keep companies in the programs. That
is very important.

We think these are the types of ap-
proaches and methodologies and proce-
dures that will attract private insurers
to participate in the programs on a re-
gional basis.

Furthermore, we are instituting new
cost-sharing options such as combining
the deductibles for Part A and Part B
services—a copayment system that
better resembles the private sector
today.

For example, under the Medicare
Program, there are many copayments
for preventive health care services. We
happen to think that is in the wrong
direction, that is the wrong emphasis.
There are no copayments under this
model for preventive screening. That is
very critical. It is important to allow
seniors to have access to those types of
protective mechanisms that helps pre-
vent more serious illnesses down the
road.

It also provides a catastrophic cap
for medical services which currently is
not included in the Medicare Program.

Again, there are many upgrades and
updated approaches to the private de-
livery model that do not exist in the
traditional fee-for-service program.

Again, people will have choices in
making decisions as to whether this
better works for them or whether they
prefer the kinds of support and insur-
ance included in the Medicare Program
under the fee-for-service as we know it
today.

Again, we are establishing a struc-
ture that better resembles options de-
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livered in the private market in this
newly created private plan to offer
more choices to seniors and to deter-
mine which structure is more attrac-
tive for their needs.

Again, in offering this option, | be-
lieve—and many of us believe—that it
was also important not to undermine
the fee-for-service programs by insti-
tuting unproven choices. We do not
know whether these privately created
systems will work in every part of the
country.

We do not know who they will nego-
tiate with in that region for providers
so that seniors have access to a range
of providers and specialists across the
board which, obviously, is what the
traditional fee-for-service program pro-
vides. So there is no way to guarantee
that private companies will deliver
services in all parts of the country.

This concern is especially acute for
those of us who represent rural States
such as Maine, where no
Medicare+Choice programs operate. We
understand there have been many prob-
lems for many reasons as to why the
Medicare+Choice Program does not
work very well in many regions of the
country. It works well in some but not
in many parts of the country.

So we learned from those lessons, and
we developed a fallback proposal in
this initiative that provides security to
current Medicare beneficiaries or fu-
ture beneficiaries that no matter where
they live, we ensure that in regions
where private plans choose not to par-
ticipate the Government will contract
with companies, like pharmacy benefit
managers, to deliver the benefit.

Some have criticized this option, say-
ing it will remove incentives for plans
to participate in risk-bearing models.
This bridge is necessary to address
Members’ and beneficiaries’ legitimate
fears that they could be left out of the
coverage. That is important because |
think it is essential we have a guaran-
teed, seamless Government fallback.
But the fallback we have designed in
this legislation is one of last resort; it
is not the one of first resort. It will not
be triggered unless two private plans
will not enter the market, and we limit
the contract to 1 year because we must
first do everything we can to see that
private delivery systems have a chance
to flourish in this program.

To further entice private plans to
enter the market, the administrator is
allowed to reduce the risk that a plan
bears to almost nothing. Again, the
goal is to attract private plans into the
market, to work with them to manage
their risk, and to make it an attractive
market to serve while, at the same
time, offering seniors everywhere a
guaranteed access to care that will
exist under a private delivery system
because access to care should not be
segmented or guaranteed based on ZIP
Code.

In that light, another concern the
committee took action to correct last
week was the threat of large variations
in the premium across regions. One of
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the basic tenets of the Medicare Pro-
gram, undeniably, is to provide health
care benefits to seniors and to persons
with disabilities for the same price.
Whether you are a senior living in Ari-
zona or Portland, ME, you will pay for
the same part B premium.

We need to recognize how disparities
in prescription drug benefits could lead
to variations and instability for seniors
enrolled in the private plans. Just con-
sider the case of Medicare+Choice. This
was an issue that was raised last week
during the course of the debate on the
markup in the Senate Finance Com-
mittee. The premiums in some regions
of Florida, for example, in
Medicare+Choice, are $16 a month
while in Connecticut they may pay $99
a month.

Just from a basic standpoint of fair-
ness, do we really want to create such
a system for seniors with their drug
coverage? So we need to level the play-
ing field. Obviously, | don’t want sen-
iors in Maine to wonder why they are
paying a different price for their pre-
mium than their neighbors across the
border in New Hampshire. How can we
find out if private plans are superior to
fee-for-service if there are wild fluctua-
tions and disparities between plans and
the traditional benefits? So that is why
we have to determine, as we proceed
with this program, how best to address
that issue.

Some have said we should stipulate
the premium in this legislation in the
statute and limit the level of variation.
But according to CBO, that would re-
sult in higher costs and less efficiently
run programs because plans would no
longer have the incentive and the flexi-
bility to craft benefit options that are
the most appealing to seniors. As we
have seen with other Government pro-
grams—whether it is job training and
placement services—when Congress
spells out the requirements, plans typi-
cally provide the minimum necessary
and never aspire to a higher goal.

The committee unanimously adopted
an amendment Senator LINCOLN and I
offered that provides the Secretary of
Health and Human Services the au-
thority to adjust governmental pay-
ments to minimize any variation that
may result in premiums across the re-
gions due to variations for the stand-
ard coverage option under the new
Medicare stand-alone prescription drug
benefit. We also direct the General Ac-
counting Office to study this issue once
the program is operational to deter-
mine if wide variations actually mate-
rialize. 1 am confident these two ac-
tions will provide Congress with the in-
formation necessary to make informed
decisions and will allow the Secretary
to take corrective actions when nec-
essary.

I think this is an important issue.
Obviously, this is a very new program.
We are testing new theories, new oper-
ations that basically reflect the state
of health care today with the tech-
nologies, with the methods, with the
providers, with the type of specialties
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that exist because we want to be able
to give seniors access to a variety of
choices across the spectrum, including
their access to prescription drug cov-
erage and how it can best be delivered
to seniors.

So we want to test the innovation,
the creativity, and the marketplace as
well. That is why it is so important to
allow the flexibility to be incorporated
in this legislation, but, at the same
time, if it does not work in the way we
hope or intend, we have given the Sec-
retary the ability to make adjustments
on those premiums because it is abso-
lutely important that he has the au-
thority to do so. That is why we in-
cluded this in the legislation.

We will also study the issue to deter-
mine what other actions in the future
must be taken to ensure those kinds of
wide variations and fluctuations do not
occur.

Finally, | want to turn to the last
part of my discussion, which is the
issue of the low-income subsidies,
which | think is a remarkable aspect of
this legislation.

We have improved on the tripartisan
plan. We learned a lot in our efforts, in
our initiatives, over the last 2 years in
terms of what is essential to establish
a strong, low-income subsidy for our
seniors under the Medicare program.

First of all, we raised the eligibility
criteria to 160 percent of poverty—
which is $14,368 for an individual and
$19,360 for a couple—from 150 percent of
poverty which we included in the
tripartisan bill last year, and we used
the eligibility criteria under the exist-
ing Medicare low-income assistance
programs to create a seamless and sim-
ple process to target the most help
with premiums, deductibles, and copay-
ments to those nearly 9 million seniors
with incomes below $12,123. The nearly
6 million seniors who receive health
care coverage from both the Medicare
and the Medicaid program—those
known as dual eligibles—will continue
to receive their drug coverage from the
Medicare program. The States will re-
ceive additional assistance but this is
intended to allow continuity of care
and reduce confusion among the poor-
est and the most vulnerable.

My home State of Maine stands as an
example of the impact this bill will
have on the 40 million individual Medi-
care beneficiaries. For example, in 2003,
there are 19,000 seniors and disabled in-
dividuals in Maine who receive health
care benefits from both the Medicare
and the Medicaid programs, the so-
called dual eligibles. An additional
17,700 seniors qualify for the Qualified
Medicare Benefit Program which
serves people with incomes below 100
percent of poverty, and they will re-
ceive the greatest level of subsidy
under the new Medicare prescription
drug program. And 6,100 seniors are eli-
gible for another program that serves
people with incomes below 135 percent
of the poverty level.

In total, over 90,000 of the estimated
215,000 Medicare beneficiaries living in
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Maine will qualify for one of the low-
income subsidy programs. That is al-
most half of Maine’s senior and dis-
abled population. Each will receive
substantial assistance each year.

Moreover, unlike the tripartisan leg-
islation, this bill will provide assist-
ance without an asset test to the re-
maining 8.5 million seniors with in-
comes under 160 percent of poverty re-
gardless of their level of assets. Taken
together, that is nearly half of all
Medicare beneficiaries or 43 percent of
the population. That is an important
issue. That is a departure from the
tripartisan plan last year because we
did have another type of asset test that
prevented 40 percent of low-income
seniors from receiving coverage. It was
a concern to all of us including that
asset test, but we were trying to in-
clude a program under the $370 billion
window that we had for financing this
program. This year we used a more
consistent methodology and programs
that are already familiar to seniors
across the country. It is fairer. We
have basically eliminated the asset
test for those individuals and couples
under 160 percent of poverty level.

We learned from discussions over the
last 2 years that a great deal of con-
cern existed that we were excluding a
large number of people with very low
income who, because of their assets to-
taling more than $4,000 for an indi-
vidual or $6,000 for a couple, would not
be eligible for the subsidy. We removed
that asset test and, therefore, now we
have 17.5 million seniors who will be el-
igible for low-income assistance. At
the same time we ensure those under
160 percent of poverty will never be
subject to a gap in coverage where they
would be responsible for 100 percent of
the cost. All of us would have preferred
to eliminate that gap in coverage. But
CBO again stated it would cost, by
their estimates, somewhere in the area
of $200 billion in order to accomplish
that goal. So we have to look at what
is before us as a starting point, a very
strong starting point.

We have to consider that nearly 88
percent of all seniors, 35 million people
of the Medicare beneficiaries, that is 35
million of the 41 million Medicare
beneficiaries, will spend under the
$4,500 threshold of this so-called gap in
coverage. That is before counting the
supplemental coverage many have that
may well keep even more seniors below
that gap in coverage. Moreover, it may
also be likely, as with the Federal Em-
ployees Benefit Program, that this bill
will tailor the benefits and offer op-
tions that don’t include a gap. We are
not preventing private insurers or
plans from including that gap. We pro-
vide them with an actuarial equivalent
benefit, the same value for everyone.
They could come up with a variety of
plans, including eliminating that gap
in coverage. But for the 12 percent of
beneficiaries who have drug costs in ex-
cess of $4,500, and more specifically the
7 percent that spend more than $3,700
per year in out-of-pocket costs, they
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will qualify for the program’s cata-
strophic coverage where the Govern-
ment pays 90 percent of the cost.

This proposal counts toward the
stop-loss coverage contributions made
by the individual, a family member,
Medicaid program, or the State phar-
macy assistance programs which will
further direct help to the lowest in-
come seniors, those under 135 percent
of poverty and those who have minimal
assets.

Finally, | know many across the po-
litical aisle are concerned about in-
cluding employer contributions toward
the computation of the $4,500 cap. They
point to the concern that some seniors
will lose their employer health care
coverage because this bill doesn’t
count employer contributions toward
that catastrophic cap and that accord-
ing to the Congressional Budget Of-
fice—again we had to use those deter-
minations in order to design the type
of program we could include in this leg-
islation within the $400 billion—33 per-
cent of seniors had employer-sponsored
coverage in 2002. They estimate that
approximately 37 percent of this 33 per-
cent population will lose their cov-
erage by 2013. That is approximately 4
million Medicare beneficiaries.

Obviously, this is troubling. But it is
important to note that the Congres-
sional Budget Office could not really
estimate how much of this loss would
be attributable to passage of this legis-
lation. That is because employers are
already dropping health care coverage
for their former employees at an
alarming rate. As we have seen from so
many of the estimates that have been
submitted to the committee, from 1999
to 2001, 7 percent of employers dropped
retiree coverage. And from what we
can determine, that trend is worsening,
not improving.

Given the limited amount of money
available, | believe the most prudent
path may be to make adjustments to
encourage companies not to drop their
coverage but not at the expense of sen-
iors. Obviously the priority is to make
sure we get the very best benefit pos-
sible for everyone in the Medicare pro-
gram and to do it, to the extent that
we can, within the $400 billion pro-
gram.

I must tell you as it stands, this leg-
islation does include a number of pro-
visions that are intended to help em-
ployers and encourage them to main-
tain retiree health care coverage.

Employers can participate in this
program in a number of cost-effective
ways. An employer can wrap their ben-
efit package around the Medicare ben-
efit which means that Medicare pays
first, leaving the employer responsible
only for the remaining cost. An em-
ployer can also directly pay their retir-
ee’s premium under traditional Medi-
care instead of offering a separate plan.
And finally, under the new Medicare
advantage option, they can bid to be
their own plan and deliver the services
to their retirees, which allows them to
share the costs of the care with the
Government.
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Finally, the Medicare Advantage
Program provides the flexibility to
allow employers to pay for enhance-
ments added to the Medicare standard
benefit. | supported these provisions
because | believe they are fair and ap-
propriate. But this issue remains a vex-
ing challenge. What is the correct bal-
ance where we are not discouraging
employers from offering coverage for
their retirees yet not penalizing sen-
iors who don’t have the benefit of em-
ployer-sponsored coverage? That really
is the problem. Any changes we make
to offer incentives and encourage com-
panies to continue their retiree cov-
erage places seniors who don’t have
this type of coverage at a financial dis-
advantage. Obviously, that is not con-
sistent with the tenets of the Medicare
Program.

I want to continue to work with the
chairman, who has indicated his inter-
est, to explore various ways to address
the issue, along with Senator BAuUcCUS,
because it is an issue we want to ex-
plore further so that we do not add to
the costs of the program because em-
ployers dropped retiree coverage.

In the final analysis, there will al-
ways be those who will question if this
is the best policy. Others will be con-
cerned about the prudence of commit-
ting the Government to such large fu-
ture expenditures. I, for one, am con-
fident we have struck the correct bal-
ance. The average senior will realize
$1,200 in annual savings, and the lowest
income will see even more assistance. |
realize this proposal will not help every
senior in the same manner. But that is
also because seniors have wide vari-
ations in drug costs.

What | do know is that the lowest in-
comes and those with the highest drug
costs will realize substantial savings.
During a time of growing deficits, this
proposal is the best policy to meet the
needs of this population as represented
by the Congressional Budget Office es-
timates. This is an important issue be-
cause, again, it is getting back to the
fairness and balance in the legislation
and who will participate.

The Congressional Budget Office esti-
mates that over three-fourths of Medi-
care-eligible beneficiaries will enroll.
That is an important projection for the
future well-being of the Medicare Pro-
gram because you are going to have a
blend in the participation that can also
provide the very best benefit to those
who want to enroll in the program. But
you can have a blend in the regions
that are developed under the new Medi-
care Advantage option between urban
and rural of those who are healthy and
those who are sicker. | think those
types of blends will be a marked depar-
ture from the Medicare+Choice pro-
gram.

We create much larger regions. There
will be approximately 10 regions in the
country. It is estimated by the director
of the CMS that we could possibly have
from six to eight plans participating in
each region in the country, giving a
breadth of choices to those who partici-
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pate in the program. Overall, we should
have high participation in the drug
benefit program.

So this bill undoubtedly will be one
of the most significant pieces of legis-
lation that we can pass this decade,
and beyond. We can make history
today if we set aside our partisan dif-
ferences. The time is right, the policies
are right, and a prescription drug ben-
efit is certainly the right thing to do
for America’s seniors. Passing this leg-
islation will be a tangible verification
of society’s commitment to providing
for those who have walked the path be-
fore us.

We can win this, Mr. President. We
have tried before and failed. But |
think the time has come for us to do
what is right for America’s seniors. Let
us help them, help the Medicare Pro-
gram to travel this last mile, and bring
the Medicare Program into the 2ist
century.

I yield the floor.

The PRESIDING OFFICER (Mr.
ENzI1). The Senator from lowa is recog-
nized.

Mr. GRASSLEY. Mr. President, |
thank the Senator from Maine for her
very fine statement. More important, a
thank-you to her is warranted because
of the long hours of work she has put
into this subject of Medicare and pre-
scription drugs. The strengthening and
improvement of Medicare and a pre-
scription drug program has been some-
thing the Senator from Maine has
worked on for a long time. So | not
only compliment her on her statement
today, but | thank her for the work she
has done in putting together the prod-
uct that is before us. Even more so
than the product that is before us, | ac-
knowledge the work she was part of
during the years 2001 and 2002 as part of
the tripartisan group of Senators, in-
cluding Senators BREAUX, JEFFORDS,
HATCH, Senator SNOwEg, and this Sen-
ator from lowa, because it was the
months of work during the spring of
2001 through the summer of 2001, and
then picking up again in the spring of
2002, until we brought a bill to the floor
1 year ago now to discuss. The success
of that work then laid the foundation
for what we can do right now. That in-
volved hours and hours of work for in-
dividual Members of the Senate, and
more work yet for the staffs of each of
those Members. So | thank her for put-
ting in the time in 2001 and 2002, which
did not yield a successful product at
that point but very much made it pos-
sible for us early in the year 2003 to be
before the Senate. Again, | thank the
Senator  from Maine for that
foundational work.

I think the next speaker will be the
Senator from Louisiana, Senator
BREAUX. While the Senator from Maine
and | might be able to say we were part
of the foundation of the bill that is be-
fore us, Senator BREAUX was in the
trenches digging the footing for that
foundation years before we got in-
volved, because he was a member of
what was called the Commission on
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Medicare, later called the Breaux Com-
mission. Because of his work—even be-
fore our work on the tripartisan bill—
I acknowledge the extra effort the Sen-
ator from Louisiana has brought to
this point. So | thank him and, for a
second time, | thank the Senator from
Maine.

The PRESIDING OFFICER. The Sen-
ator from Louisiana is recognized.

Mr. BREAUX. Mr. President, let me
first express my appreciation for the
very kind remarks of the chairman of
the Senate Finance Committee. | think
it is only appropriate to acknowledge
that had it not been for his persever-
ance and determination, we would not
be here today. He set a very tough
timeline on the Senate for considering
this bill. He took it through the appro-
priate hearing channels in the Senate
Finance Committee to bring it to this
point. We had extensive staff briefings
and discussions among Republican staff
and Democratic staff. We had a markup
that many people said was really very
pleasant. We had differences of opinion,
but everybody had an opportunity to
be heard. | credit creating that atmos-
phere to the leadership of the Senator
from lowa. We have had situations dur-
ing the year—the tax bill is one of
them—where we did not follow that
process. As a result, perhaps the prod-
uct was not as good as it should have
been.

In this case, | think the Senate Fi-
nance Committee, in particular, rose to
the challenge, and under the leadership
of both Senator GRASSLEY and our col-
league MAX BAucuUs on our side, we
were able to create a cohesive group of
men and women who were dedicated to
producing a product in a bipartisan
fashion. That is exactly what happened
with a 16-5 vote on a Medicare reform
and prescription drug bill, which would
not have been possible had it not been
for his strong leadership.

To the Senator from Maine, | offer
my congratulations for her involve-
ment, dedication, and her willingness
to step outside the traditional bound-
aries and take some chances politi-
cally, as well as substantively, in order
to help produce a product which, in the
end, ultimately will be something of
which we can all be very proud.

I think all of us realize the time has
come that it is necessary for us to step
out of the traditional boundaries that
may put us at risk with some constitu-
ents we all represent in order to
produce a better product for those very
constituents who may say don’t go
there; but for those who had the cour-
age to go there, we now have a product
of which we can justifiably be proud.
The Senator from Maine has been a
major player in all of these efforts. We
appreciate that very much.

Mr. President, let me take some
time, from my perspective, to try to
present where we are with regard to
the Medicare reform and prescription
drug bill. It was in 1965—38 years ago
now—that the Congress of the United
States did something that had never
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been done. The Congress and President
Lyndon Johnson at that time made a
fundamental decision that older Amer-
icans were going to receive health care
benefits, and that the Federal Govern-
ment had an obligation to help provide
those benefits. As a result of that com-
mitment, the 1965 Medicare Act was
adopted.

Ever since then, for 38 years, seniors
knew when they reached the age of 65,
they would have access to a Govern-
ment-run health care program. That
health care program was principally
designed to do what medical science
said was necessary back in 1965. It pro-
vided hospital insurance coverage for
seniors who went to the hospital, and it
provided doctor coverage for seniors
who had to see a doctor.

In 1965, those were the two funda-
mental ways in which people received
health care in the United States. You
went to see your doctor and, if you
were sick enough, the doctor put you
in the hospital. So for the very first
time we said to senior citizens, 65 or
older, when you reach that age, you are
going to be part of a Government-run
insurance program on your behalf.

For a long period of time it was a
state of the art, as far as health care
was concerned, with regard to our Na-
tion’s seniors. It has really worked. It
has sort of been the envy of many parts
of the world because many countries
did not have the quality health care we
had for our Nation’s seniors. That, as |
say, was back in 1965, and today is
today.

While health care has changed dra-
matically, while science has improved
incredibly so, the program that was de-
signed in 1965 is still pretty much the
same program that seniors look to in
order to receive their health care.

It has been a good program, but it is
not nearly as good as it should be nor
nearly as good as we can make it. That
is why we are here today: To create a
better program, to build on what was
the best in 1965, to create the best in
the year 2003.

Medical science has advanced dra-
matically. The health care delivery
system that brings about that health
care for our seniors has not advanced
very much at all. It is still what | call
frozen in the 1960s.

Some have argued: All you have to do
is put more money into the program
and it will work fine. | suggest just
putting more money into a 1965 model
program is like putting more gasoline
in a 1965 model automobile. It is going
to still run like an old car no matter
how much gas you put into it.

No matter how much money we put
into the Medicare Program that was
built in 1965, it is still going to run and
operate as a 1965 model. Today, in this
body, and this period of time before the
Fourth of July, hopefully we will have
an opportunity to do something that is
as important as what was done in 1965
when the Congress made that funda-
mental decision to provide health care
for seniors.
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With what we have before us, we can
create a 21st century program which
takes the best in science and the best
in medical care and puts it into a qual-
ity delivery system.

It is interesting to note when | talk
about why the current system is defi-
cient, one of the most important issues
I bring to mind is the fact that the
Medicare Program today only covers
about 47 percent of an average senior
citizen’s health care costs they experi-
ence every year. That means 53 percent
is covered by the Federal Government,
but it also means 47 percent is not cov-
ered.

Where do seniors go for the 47 per-
cent of their health needs that are not
covered in this 1965 model program? If
they are poor enough, they also get
Medicaid, or if they look for help from
their children or their grandchildren,
that makes up part of the difference.
Or if they are fortunate enough to have
enough funds, they can buy extra in-
surance, called the Medigap Insurance
Program, to cover the 47 percent of
their health care costs Medicare does
not cover.

No one | can think of in the private
sector—certainly including Members of
Congress—has a health insurance pro-
gram that does not cover 47 percent of
their health expenses. No one would
want to go out and buy a health insur-
ance program that did not cover on av-
erage 47 percent of their needs. It
would be a terrible buy. You want
something that covers as much as pos-
sible, and Medicare does not do that.

People are forced to buy the extra in-
surance or become so poor that they
qualify for the Medicaid Program or
have their children or grandchildren or
perhaps just their friends help them
with their Medicare costs that the pro-
gram does not pick up.

In addition, one of the most impor-
tant fundamental advances in health
care is the advent of the prescription
drug program that has saved lives and
allowed people to live better lives. The
correct and proper use of pharma-
ceuticals today can keep people out of
hospitals or it can make their hospital
stay shorter. It can treat diseases that
are prevalent today and make our lives
better and our families more com-
fortable. Yet pharmaceuticals are not
even covered by Medicare unless you
happen to be in the hospital and physi-
cians give you the pharmaceuticals in
the hospital. Once you leave the hos-
pital, the Medicare Program does not
cover the pharmaceuticals.

It is a perverse incentive to stay in
the hospital longer so you get your
drugs paid for, when really you ought
to use drugs to get out of the hospital
sooner or to not have to go there at all.

The Medicare Program is full of defi-
ciencies. It does not cover eyeglasses.
It does not cover pharmaceuticals. It
does not cover many of the preventive
health care measures we should cover.
In addition, the Medicare Program does
not do something that today is one of
the most important functions we can
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do in health care, and that is preven-
tive medicine.

We talk about how high health costs
are in this country today, and one of
the principal reasons is because people
generally do not go to the doctor until
they are sick. In reality, they ought to
be going to the doctor when they are
well to find out what they should be
doing in terms of preventive care to
make sure that whatever they are
prone to have later in life is pushed
back as far as possible or perhaps even
eliminated. Preventive care can do
that, but the Medicare Program does
little, if any, preventive care, and it
should not be like that.

In fact, private health care systems
work very hard to create preventive
health care measures to keep the cost
of health care down, to get people to
live healthier lives now so their health
care costs later are less or perhaps
even eliminated. Medicare does not do
that.

The one thing Medicare does not do
very well is to bring about innovation.
We have to have an act of Congress to
do many functions that the private sec-
tor can do automatically. The Medi-
care Program requires an act of Con-
gress, as | have cited many times be-
fore, to try to bring about new innova-
tive ways of delivering medicine.

We actually had people come to our
office and say: We need an act of Con-
gress because we now have a medicine
that can be orally administered instead
of intravenously injected, but Medicare
does not pay for it unless it is intra-
venously injected. So we need an act of
Congress to allow Medicare to pay for
something that can be orally adminis-
tered in the form of a tablet. That is
not how medicine should work in the
21st century.

We have before us a medical program
for our Nation’s seniors that was state
of the art in 1965. It has been a wonder-
ful program. It has been a program
that has saved lives and a program
that has made people’s lives much bet-
ter, but it is a program that is frozen in
the 1960s.

We have today the opportunity to
create a modern 21st century health
care delivery program that looks out
over the country and decides what is
the best way of delivering health care;
how can we make it work better. That
is the proposal before us.

When | had the great privilege of
chairing the Medicare Commission in
1998, we had numerous witnesses give
us their suggestions. We had the time
to listen to the theory about what we
ought to do with the Medicare Pro-
gram. To a large extent, the groups
that came before the commission fell
into two different groups. The first
group said: The Federal Government
should do everything in this area, the
Federal Government should run the
program from top to bottom, and the
private sector should not be involved
at all because we cannot trust the pri-
vate sector, which has a profit motive
as their main goal, to be involved in
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delivering health care to our Nation’s
seniors. That camp, therefore, said the
Federal Government should do every-
thing.

On the other hand, a second group of
folks who came before the committee
took the position: The Federal Govern-
ment should not do anything in deliv-
ering health care. We should turn the
entire program over to the private sec-
tor, and the private sector ought to run
the program, deliver the health care
benefits, because they can bring about
competition, they can bring about in-
novation, and the Federal Government
cannot do that. So the Federal Govern-
ment should not be involved at all.

We had a fundamental difference be-
tween the two camps that said the Fed-
eral Government should do everything
and those who said the Federal Govern-
ment should do nothing at all. The
beauty of what we have today is that
we attempt to combine the best of
what the Federal Government can do
with the best of what the private sec-
tor can do into a single delivery system
and present that to our Nation’s sen-
iors as a vast improvement.

For me, it was never an either/or
choice. It was never let the Federal
Government do everything or require
them to do nothing at all, but, rather,
to bring the two sides together. | think
by doing what we did is why today we
see so much bipartisan support for this
concept.

There were many of my Republican
colleagues who had a preference for let-
ting the private sector do it all and
many of my Democratic colleagues
said, no, the Federal Government
should do it. But when we have com-
bined the best of what both can do, we
have created a system whereby | think
we will have bipartisan support with a
very large number of Members being
able to vote for this on final passage.
That in itself is a great victory.

Many people thought it would never
be possible. Had we taken the position
of one or the other, it probably would
have been a very divided vote. On the
other hand, by combining the best of
what both sides could do, we have, in
fact, created a better system, both
from a fundamental standpoint of good
government, and we have also created
a political proposition with which both
sides can feel comfortable.

What we have attempted to do—and |
tried to take hundreds of pages of legis-
lative language and put it all on one
chart which in itself is a pretty dif-
ficult job—but what we have done, as
my chart indicates, is to say that the
beneficiary, of course, being our older
Americans eligible for Medicare, start-
ing in January, because we cannot get
this thing started overnight, every
Medicare beneficiary will be able to get
some help and assistance on their pre-
scription drugs under the current pro-
gram; every beneficiary will start with
a basic discount card available to all
Medicare beneficiaries where they will
be able to take that medical bene-
ficiary card that is a product of the
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Federal Medicare Program to their
drugstore, or to wherever they happen
to purchase their pharmaceutical
drugs, and get a basic discount which is
estimated to be somewhere around 20
or 25 percent on the drugs that they
have to pay for that have been pre-
scribed to them by their medical doc-
tor. That would be available to all
Medicare beneficiaries starting in Jan-
uary.

Also, starting in January there will
be a special assistance to low-income
beneficiaries who would receive ap-
proximately a $600 subsidy in addition
to the discount card. So we are saying
all beneficiaries would get the discount
card. They could go to the drugstore,
get their pharmaceuticals filled, but if
they are a low-income beneficiary they
would also receive an additional sub-
sidy of approximately $600.

It is really interesting to note, when
we talk about drugs for seniors—and
the fact is that most seniors on aver-
age have approximately a little over
$2,000 a year in prescription drug costs.
It is projected to go up to a little over
$3,000 by the year 2006 when the big
program Kkicks in. That is what the av-
erage senior has to pay for drugs. Many
of them currently are low-income sen-
iors and Medicaid pays for all of those
drugs, or many of them have bought
Medigap insurance which covers those
drugs. Many of them, like my father,
have a drug plan from a former em-
ployer, so they cover their drugs.

A substantial number of seniors right
now have some coverage for prescrip-
tion drugs, but it is not under the
Medicare Program. It is by buying
extra private insurance, it is by being
fortunate enough to have a plan from
their former employer that pays for
their drugs, or many of them receive it
from the Medicaid Program if they are
a low-income beneficiary. That is cer-

tainly not good enough. Medicare
should cover it.
So immediately starting in 2004

through 2006, under our plan, every
Medicare beneficiary would get the
basic discount card, plus low-income
beneficiaries would get extra assist-
ance.

Beginning in the year 2006—and |
know my distinguished Democratic
leader was talking about that is a long
time, and 24 months is a long period of
time, but we have to do it right. We
have to set this new program up on a
national basis. Beginning in the year
2006, every Medicare recipient would be
able to stay right where they are today
if they like their current Medicare Pro-
gram.

I have given some of the good things
it has done, and | have also tried to
point out where it is deficient. There
are a lot of deficiencies. If a senior is
happy with the traditional Medicare
Program, they can stay right in the
traditional fee-for-service program
that we call the Medicare Program.
They can stay in this program as long
as they would like it. And, yes, for the
first time beginning in that year 2006,
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they would also be able to stay in the
traditional Medicare Program and get
prescription drugs because we would
establish a stand-alone drug program
for everybody who stays in traditional
Medicare.

That stand-alone drug program
would not be a Government-run and
Government-micromanaged plan. For
the first time, it would use a private
delivery system for seniors to be able
to receive pharmaceuticals they would
receive as a Medicare beneficiary. Just
like | get my pharmaceuticals covered
under my Government health plan,
seniors would have a private delivery
system. This is not turning the seniors
over to the mercy of the private sector.
This is still a Government-regulated
program in the sense that the Medicare
officials and HHS would be responsible
for making sure this stand-alone drug
program for seniors is run properly;
that the companies that are offering
the plans have the financial ability to
offer those drugs.

They would utilize what we call phar-
macy benefit managers to construct
programs. Insurance companies would
come in and offer the seniors a pharma-
ceutical stand-alone drug plan. The
companies would utilize the pharmacy
benefit managers to try to get the best
possible deal they could get from the
pharmaceutical manufacturers. They
could utilize formularies; they could
utilize a blend where it is possible to
choose between brand name and ge-
neric drugs. They would be able to get
the best possible financial deal that
they could offer to the seniors in a
drug program.

Like | said, it would combine the
best of what Government can do, which
would be to make sure it is being run
properly, with the best the private sec-
tor could do, which is bring about com-
petition and tough negotiation with
the pharmaceutical companies and
manufacturers in order to present to
the senior the best possible product.
The Federal Government would still be
involved in overseeing it but not
micromanaging it.

For the first time they will also have
another option they do not have now.
Beginning in 2006, every senior could
stay in traditional Medicare just like
it is, but at their choice they would
also have an opportunity to go into a
new program called Medicare Advan-
tage. Medicare Advantage would, in
fact, be a combination Federal/private
sector program which would deliver to
every Medicare recipient who wants to
join an integrated health plan, which
would provide them hospital coverage,
doctor coverage, and prescription drug
coverage. They would also utilize the
private sector delivery system for all
of those areas, not just the drugs that
they would get under traditional Medi-
care.

To a great extent, their plan would
be based on what we have as Federal
employees under the Federal Employ-
ees Health Benefits Plan, where the
Federal Government, through the Of-
fice of Personnel Management, sets up
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a benefit plan for all of us in that plan
and the Federal Government would set
the standards as to what has to be met,
what has to be provided, and then pri-
vate insurance companies would come
in and offer that coverage like they do
for all of us as Federal employees.

Every year we would get a book, and
the book shows us what is available,
and we have to pick and choose. We
pick the plan that is best for ourselves
and our families. That is, in essence,
what we are talking about in the new
Medicare Advantage. Preferred pro-
vider organizations such as those in
the Federal system would come in and
offer different plans and different op-
tions to our Nation’s seniors.

We want to have some standards but
we also want to have enough variations
so people have a choice to pick the plan
best for them.

Our drug plan has a $275 deductible, a
50 percent copayment, and an approxi-
mately $35 premium. | happen to be-
lieve some variation is important in
order for people to have a choice. Some
plans may offer a higher deductible or
should be able to offer that. We are
working ultimately on trying to make
sure there is some flexibility yet also
some definitiveness about what, in
fact, it is going to cost. That is impor-
tant. We have achieved that appro-
priate and proper balance.

Beginning in 2006, seniors will have
choices of staying in traditional Medi-
care if they want. No one will force
them into picking anything else.
Younger seniors, people not quite 65,
moving into the new program will be
used to utilizing the new delivery sys-
tem and will be comfortable with it.
AARP, which represents the largest
number of senior citizens in this coun-
try, has taken polls of their members
and has found men and women between
55 and 65 years of age prefer these op-
tions and choices and feel comfortable
with preferred provider organizations
which more and more citizens in this
country are in.

Preferred providers are just that: a
selection of preferred doctors and hos-
pitals that can deliver these services. If
you want to go outside of that system,
you can go outside of that system, but
it may cost you a little bit more.

By creating these preferred provider
organizations you can negotiate finan-
cial deals with them that help reduce
costs and help reduce prices. There are
a lot of people in the country that
want us to reduce prices, reduce costs,
but don’t want us to do anything to
bring about lower costs and better
prices. They say they want cheaper
drugs but do not want restrictions on
how much and what type and where
they can get them. We cannot do both.
The same with doctors and hospitals.

If you try to reduce prices, you have
to get doctors and hospitals to nego-
tiate the best price. By doing that, you
may restrict to some degree where you
might go to get those medical services.
You can always go outside the system,
but you may have to pay more for that
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choice outside the preferred provider
system.

I want to address the point some
made: we have tried this experiment
with health maintenance organiza-
tions, HMOs, and they have not
worked. One of the reasons they have
not worked is the way Congress con-
structed them and the way we reim-
bursed them has not been very good at
all, causing a lot to move out. Some
HMOs are doing well in some areas and
some HMOs have gone bust in other
counties.

What we are talking about is not
doing this new system on a county-by-
county basis. That was one of the big
problems why HMOs did not work.
What this bill does is create 10 geo-
graphic regions in the country. The
preferred providers will come in and
offer their services in a region. By cre-
ating a region, you create not just a
rural area—whether it is Wyoming,
Montana, or North or South Dakota,
where a lot of our colleagues have ex-
pressed concern this would not work—
we have created geographic regions in
the country that will combine more
urban areas with more rural areas so
you get a better blend, a better mix.
They will be required to provide those
services in the entire geographic re-
gion, which gives people who provide
these services a better opportunity to
try and make sure it will work. In
rural counties, they all pulled out be-
cause there were not enough people to
make it work. We have created 10 geo-
graphic regions around the country to
make it much more likely this new
system will, in fact, work and work
very well.

There will be a lot more debate and a
lot more amendments. Our colleagues
in the other body are also moving for-
ward with this type of legislation
today and for the next couple of weeks.
I am ultimately comfortable that we
will, in fact, be able to pass a program
in this Congress and hopefully com-
plete it before the 4th of July recess
that will create a new Medicare Pro-
gram for our Nation’s seniors which
will provide prescription drugs but also
will provide a better delivery system,
one that is balanced, one that com-
bines the best of what government can
do with the best of what the private
sector can do. We have accomplished
that.

Can this be improved? Of course.
There is nothing we do that cannot be
improved. We are restricted to some
degree by the fact we do not have as
much money as | think is truly needed
and necessary in order to create a pro-
gram that is one that is even better
than the one | have described. The
facts are, we have $400 billion in the
budget. If we had $500 or $600 billion or
even $800 billion we could create a pro-
gram that is much better than the one
we have created. But there will be time
to improve. We will have the oppor-
tunity to make this an even better pro-
gram in the future. Obviously, we have
to take the first step. This is truly the
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first step in 38 years that we have had
the opportunity to take, which will
bring to our Nation’s seniors a better
program we can always work to im-
prove as time guess on.

| yield the floor and suggest the ab-
sence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. BREAUX. | ask unanimous con-
sent that the order for the quorum call
be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BREAUX. | ask unanimous con-
sent the time during this quorum call
be equally charged.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BREAUX. | suggest the absence
of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. GRASSLEY. Mr. President, | ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GRASSLEY. Mr. President, I am
happy we are here today on what |
think is the first day of maybe 2 weeks
of work in the Senate to pass a bill
many Members thought would pass last
summer but got tied up in some elec-
tion year political maneuvering in the
Senate and did not happen.

We have an opportunity this year—
because this bill has broad bipartisan
support based on the vote of 15-6 out of
our committee, such a vote gives an
opportunity to bring this issue to fru-
ition—to present a bill to the President
of the United States yet this summer.

Last Thursday, the Finance Com-
mittee did report out a breakthrough
bill that would make prescription drug
coverage a reality for 40 million Medi-
care beneficiaries. The committee ap-
proval was of a sweeping package of
new comprehensive prescription drug
benefits and other program improve-
ments that makes very good sense but
also keeps good our commitment to
our seniors.

Since 1965, seniors have had drug in-
surance without prescription drugs. We
have had health insurance without pre-
scription drugs. By passing our bill last
Thursday, the Finance Committee
made history and came one step closer
to changing the fact that prescription
drugs were never a part of the Medicare
Program unless they were adminis-
tered in a hospital situation.

How did we get to the point we are
today, where it looks as if we have
broad bipartisan support for this legis-
lation? This important breakthrough
came because of the tireless work of
our committee members, both Demo-
crat and Republican, that has been
going on over the last 5 years, going
back to the time when Senator
BREAUX, who just spoke and deserves a

The
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lot of credit for bringing us this far—
and also Senator FRIST—Iled the way on
prescription drugs before any of us
were paying much attention or even
listening. Then Senators SNOWE,
HATCH, and JEFFORDS carried the torch
for 2 years, working with Senator
BREAUX and this Senator from lowa on
what we called then the tripartisan
bill. It is tripartisan instead of bipar-
tisan because Senator JEFFORDS offi-
cially, even though he sits with the
Democrats, considers himself not a
member of that party but an inde-
pendent Member of the Senate.

The tripartisan effort, of which | was
a part, was something on which | was
proud to work but, more importantly,
not just as an end in itself but, in hind-
sight, now | can say it set the stage,
the foundation work, for where we are
today on a bill that is even better than
the tripartisan bill.

How do you get this far? The break-
through came because of the Presi-
dent’s unyielding commitment to get-
ting something done for seniors once
and for all. It takes more than just the
Senate, it takes more than just the
Senate and the House, it takes the
President—all three—to bring legisla-
tion to what we call law.

This budget that the President put
forth put real money on the table for
prescription drugs—$400 billion over 10
years. So the Finance Committee wast-
ed no time in taking advantage of that
$400 billion that was in the budget for
a specific proposal of prescription
drugs and reporting out this good bill.
I am glad about that; otherwise, we
would not be here—without this budget
leeway.

The bill we passed out of committee
last Thursday night is a balanced, bi-
partisan product that flowed from good
faith, from fair dealing, and from a
commitment to consensus across party
lines. So it is my hope that this same
spirit will prevail on the floor of the
Senate during the debate on this bill. |
have no reason to believe it will not. |
believe the debate in our committee,
by both Republicans and Democrats,
was just the type of debate you ought
to have but do not often see in commit-
tees, particularly on very sweeping leg-
islation, which is what this bill hap-
pens to be.

| intend to do everything | can to en-
sure a safe and successful passing of
this legislation. To do that, | intend to
work hard to keep the climate on the
Senate floor as reasonable and most
certainly bipartisan as it was in our Fi-
nance Committee through the course of
last Thursday.

Of course, legislation of this size and
scope does not make everybody happy.
You cannot expect that it would. This
bill cannot and will not be all things to
all people. | expect to hear from many
Senators about provisions, whether
they be large provisions or smaller,
less significant provisions in the bill,
with which Members might not be
happy. Of course, in the process of leg-
islating, 1 welcome those who want to
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tell me about those with which they
are happy as well. Sometimes we tend
more toward the negative than the
positive. | think there is a lot about
this legislation—most of this legisla-
tion—that is very positive.

I pledge to work with all Senators in
the days ahead to address concerns
people have in the underlying bill. But
I will keep my eyes on that larger
prize, the promise we have expressed in
so many elections, both Republican
and Democrat, to modernize and
strengthen Medicare, to move Medicare
into the practice of medicine of the
21st century. One of the major steps in
that move to improve Medicare is pro-
viding a prescription drug benefit.

If we were writing a Medicare bill for
the first time and we were doing that
in the year 2003, it would not be like
1965 when prescription drugs were only
1 percent of the cost of medicine.
Today it is a much larger part of the
cost of medicine and is part of keeping
people out of hospitals. Obviously, we
would write prescription drugs in that
2003 brandnew Medicare bill if we were
writing a brand-new bill.

I am keeping my eye on that larger
prize. That prize is passage of a com-
prehensive prescription drug benefit
that will give immediate assistance,
starting next January, 2004, and con-
tinuing as a permanent part of Medi-
care, to every citizen in America. If |
were to generalize about a prescription
drug benefit: First, it is voluntary.
People don’t have to buy into it if they
don’t want. It is very comprehensive
and it is universal.

The bill before us puts that prize in
our path. The Prescription Drug and
Medicare Improvement Act brings
Medicare, then, into the 21st century.
The bill provides affordable prescrip-
tion drug coverage on a voluntary basis
to every senior in America. The cov-
erage is stable. It is predictable. It is
secure. Most important, the value of
the coverage does not vary based on
where you live and whether you have
decided to join a private health plan.
For lowans and others in rural Amer-
ica who have too often been left behind
by most Medicare private health plans,
this is an important accomplishment
that | insisted be in our bill when de-
livered to the Senate floor.

Overall, we rely on the best of the
private sector to deliver drug coverage,
supported by the best of the public sec-
tor to secure consumer protections and
important patient rights. This com-
bination of public and private re-
sources is what stabilizes the benefit
and helps keep the costs down.

Keeping costs down is essential be-
cause what | hear from the seniors in
lowa is not about a specific program, it
is: Why are prescription drug costs so
high? To them, so unreasonable. Keep-
ing drug costs down is essential, not
just for seniors but for the program as
a whole.

Across this bill we have targeted our
resources very carefully, giving addi-
tional help to our lowest income sen-
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iors. Consistent with a policy of tar-
geted policymaking, we have worked
hard to keep existing sources of pre-
scription drug coverage viable. Our
goal, ever since we started on the
tripartisan proposal 2 years ago, was
not to replace private dollars with pub-
lic dollars. This bill accomplishes that
by keeping Medicare State pharmacy
assistance programs and retiree health
benefits strong. Surely any change of
this magnitude will have some ripple
effect on other sources of coverage.

Regarding company-based benefits,
our bill gives employers more flexi-
bility than ever to participate fully in
the new drug benefit.

We all know about the pressures em-
ployers face in maintaining health care
coverage under mounting cost pres-
sures. Decisions about scaling back
coverage or even a company dropping
it altogether are bound to be made re-
gardless of whether we pass this bill. In
the days ahead, we will work to en-
courage employer participation in the
new drug benefit. But | am confident
the balanced policy before us is a good
place to start.

I would like to speak about our fee-
for-service improvements in this bill
designated as S. 1.

There is a very important aspect of
this bill. It is called the Medicare Im-
provement Act for a reason. Beyond
just prescription drugs, our bill is a
milestone accomplishment for improv-
ing traditional Medicare, especially
Medicare being delivered to rural
America.

Included in our bill is the best rural
improvement and Medicare equity
package that the Senate has ever seen.
I insisted on including it in the com-
mittee mark because the most impor-
tant Medicare reforms involved fixing
outdated and bureaucratic formulas
that penalize rural States. This pack-
age passed the Senate 86 to 12 last
month on the jobs and growth package.
But it was tabled in conference be-
tween the House and the Senate.

I hope that vote is very strongly re-
garded today by the Senate so that we
don’t even have to deal with this dis-
cussion on the floor of the Senate as we
did then on the tax bill.

Because this rural health package, or
Medicare equity package—whatever
you want to call it—was dropped in
conference, the President wrote a let-
ter shortly thereafter endorsing these
same provisions. | am pleased to in-
clude them here today with his sup-
port.

At this point, | ask unanimous con-
sent to have printed in the RECORD the
President’s letter.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

THE WHITE HOUSE,
Washington, May 22, 2003.
Senator CHARLES GRASSLEY,
Committee on Finance,
U.S. Senate, Washington, DC.

DEAR CHAIRMAN GRASSLEY: | want to con-
gratulate you on Senate passage of the jobs
and growth bill, and also on the passage of
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your amendment to that bill which increased
federal assistance to rural providers through
the Medicare program.

When we met in the Oval Office in early
April, we discussed our concerns that rural
Medicare providers need additional help, and
we committed to addressing their problems.
We agreed on the need to address issues faced
by rural hospitals, skilled nursing facilities,
home health agencies, and physicians.

You demonstrated your commitment by
passing your amendment last week with tre-
mendous bipartisan support, and by pushing
hard for it in the conference negotiations on
the jobs and growth bill.

I will support the increased Medicare fund-
ing for rural providers contained in your
amendment as a part of a bill that imple-
ments our shared goal for Medicare reform.

Sincerely,
GEORGE W. BUSH.

Mr. GRASSLEY. Mr. President, |
thought | would read at least the last
paragraph by President George Bush.

I will support the increased Medicare fund-
ing for rural providers contained in your
amendment—

Meaning the Grassley amendment—
as a part of a bill that implements our
shared goal for Medicare reform.

What the President is talking about
in this letter is just exactly what we
have before the Senate—the same
amendment included in this prescrip-
tion drug bill on rural equity that
passed the Senate 86 to 12 a month ago.

We have the prescription drug bill
and the Medicare reform bill before us.
These two are married up at a point
that the President’s letter refers to.

I want people to know that including
this is something | discussed with the
President on at least two occasions be-
fore his May 22 letter to me. One time
in early December when the President
asked me to come to the White House
to discuss early on the process for mov-
ing this legislation along, | had an op-
portunity to remind him at that par-
ticular point about the speech he gave
in August 2002 in Davenport, IA, during
a political event at which he appeared
for Congressman NussLE of lowa. The
President rightly complimented Con-
gressman NuUssLE for leading efforts in
the other body to help rural equity. |
reminded the President that the short
reference he gave in his otherwise long
speech was used by Congressman
NUSSLE in his TV ads in eastern lowa
during last fall’s election. I wanted the
President to be reminded that all lowa
heard him—not just a few Republicans
at the NUSSLE campaign event in Au-
gust—but all lowans heard him
throughout the fall campaign with
parts of his speech being reproduced on
this campaign ad.

I also had an opportunity early in
April to talk to the President when the
President once again visited with me
about provisions of the prescription
drug bill. He makes reference to that in
the second paragraph of the letter. He
said:

When we met in the Oval Office in early
April, we discussed our concerns that rural
Medicare providers needed additional help,
and we committed to addressing their prob-
lems. We agreed on the need to address
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issues faced by rural hospitals, skilled nurs-
ing facilities, home health agencies, and
physicians.

The President is well aware of his
communicating this directly to the
people of lowa even before I had my
discussions with the President on these
issues. | am glad the President is com-
mitted to fulfilling his statement to
the people of lowa that he made last
summer.

This rural health care safety net is
otherwise coming apart. That is why
this rural equity issue is so important.
The bill before the Senate begins to
mend it. The hospitals and home
health agencies in rural America lose
money on every Medicare patient they
see. Rural physicians are penalized by
bureaucratic formulas that reduce pay-
ments below those of their urban coun-
terparts for the very same service. Our
bill takes historic steps toward cor-
recting geographic disparities that pe-
nalize rural health care providers. |
will summarize some of these.

On hospitals, we eliminate the dis-
parity between large urban hospitals
and small urban hospitals, as well as
rural hospitals, by equalizing the inpa-
tient-based payment. The hospitals in
my State and other rural areas are
paid 1.06 percent less on every dis-
charge. That is a $14 million loss every
year just for my State. It is time to
make this change permanent.

We also revised the labor share of the
wage index in the inpatient hospitals.
The wage index calculation Kills our
hospitals in rural areas. They have to
compete with larger hospitals in bigger
cities for the same small pool of nurses
and physicians. But because of the in-
equities in the wage index, they aren’t
able to offer the kinds of salaries and
benefits that attract health care work-
ers in cities.

Our bill begins adjusting the labor-
related share downward to correct
these inequities. We strengthen and
improve the Critical Access Hospital
Program which has been so successful
in keeping open the doors of some of
our most remote hospitals.

I think in my State of lowa, almost
a third of our hospitals have changed
to what we call ““critical access hos-
pitals.”

Also, in this bill, we create a low-vol-
ume adjustment for those critical ac-
cess hospitals and for other rural hos-
pitals that aren’t able to qualify for
the Critical Access Hospital Program.

These hospital corrections are not
partisan rhetoric. They are supported
by the nonpartisan Medicare Payment
Advisory Commission, by the Center
for Medicare Systems Administrator—
and he did that in a recent letter to the
House Ways and Means Committee—
and also by 31 bipartisan members of
the Senate Rural Health Caucus.

For doctors, our bill removes a pen-
alty which Medicare imposes on those
who choose to practice in rural States.
Medicare adjusts payments to doctors
downward based on just where they
live. We believe the value of the physi-
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cian service is the same regardless of
where that doctor may live. Medicare
doesn’t recognize that. Our bill begins
to change that.

Our bill also provides assistance to
other rural health care providers such
as ambulance services, and home
health agencies which millions of sen-
iors in rural areas rely on every day.

Providers in rural States such as
lowa practice some of the lowest cost,
highest quality medicine in the coun-
try. This is widely understood by re-
searchers, academics, and citizens of
those States, but it surely isn’t recog-
nized by Medicare. Medicare, instead,
rewards providers in high-cost, ineffi-
cient States with bigger payments that
have the perverse effect of
incentivizing overutilization of serv-
ices and, in the end, giving poor qual-
ity.

These policies are paid for, not by
taking resources away from the pre-
scription drug package or by taking
money away from those high-cost
States but by other modifications to
the Medicare Program that makes just
plain, good policy sense.

These rural health care provisions
are a fair and balanced approach to im-
proving equity in rural America. My
colleagues on the Finance Committee—
a lot of them from these same rural
States—recognize that. And | think on
this vote we had a month ago | can say
that the full Senate recognizes that.

I would speak last about the Medi-
care Advantage or the preferred pro-
vider organization parts of our legisla-
tion. Because beyond prescription
drugs, and beyond the issue of rural
health care, our bill goes to great
lengths to make better benefits and
more choices available for our seniors.
In fact, one of the things that has been
a focal point of this legislation over
the 2 or more years we have adopted it
has been to give seniors the right to
choose.

Mr. President, | see that you are rap-
ping the gavel. Can you tell me what
that is all about?

The PRESIDING OFFICER. The Sen-
ator’s time has expired. The time until
12:30 is equally divided.

Mr. GRASSLEY. Could | ask, since
there are not other people here, maybe
for 3 more minutes?

Mr. BREAUX. Mr. President, | would
respond, Senator DORGAN wants 15 min-
utes, and then that is it.

Mr. GRASSLEY. | will put the rest of
my statement in the RECORD.

Mr. BREAUX. It may work out. How
much time do we have, | ask the Chair?

The PRESIDING OFFICER. Thirty-
seven and a half minutes.

Mr. BREAUX. That is fine. Go ahead.

Mr. GRASSLEY. Well, the Senator
from North Dakota is here.

Mr. BREAUX. | say to the Senator
from North Dakota, the Senator wants
to complete his statement.

Mr. GRASSLEY. Two more minutes?

Mr. BREAUX. Two more minutes.

The PRESIDING OFFICER. The Sen-
ator from lowa.
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Mr. GRASSLEY. Mr. President, we
want to give seniors the right to
choose in as many areas as we can.
That is why | use the word ‘‘vol-
untary.” And that is why | use the
phrase ‘“the right to choose what they
might consider better Medicare pro-
grams than traditional.”

Our bill specifically authorizes pro-
vider organizations to participate in
Medicare. The idea is these kinds of
lightly managed care plans more close-
ly resemble the kinds of plans that we
choose for the Federal Government and
which close to 50 percent of working
Americans have today but only 13 per-
cent of the people in Medicare have
that today.

Preferred provider organizations
have the advantage of offering the
same benefit of traditional Medicare,
including prescription drugs, but on an
integrated, coordinated basis. This bill
creates new opportunities for chronic
disease management and access to in-
novative new therapies.

PPOs might not be right for every-
one. We are going to let seniors make
that choice. Our bill sets up a playing
field for preferred provider organiza-
tions to compete for beneficiaries. We
believe PPOs can be competitive and
offer stronger, more enhanced benefits.

In the days ahead, | will be working
with colleagues on both sides of the
aisle to ensure that we set up the right
system, one that is truly competitive
and viable for these preferred provider
organizations. No senior has to choose
this new program. Our prevailing pol-
icy has been, and always will be, one
that lets seniors keep what they have
if they like it with no changes. All the
seniors, regardless of whether they
choose a PPO or not, can still get pre-
scription drugs.

We have 2 long weeks ahead of us. My
commitment is to stay here until the
lights go out to ensure that we pass a
balanced bipartisan bill.

| thank my colleagues on the Senate
Finance Committee for their fine work
to get us this far.

| yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Louisiana.

Mr. BREAUX. Mr. President, | yield
15 minutes to the distinguished Sen-
ator from North Dakota.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. DORGAN. Mr. President, before
Senator GRASSLEY leaves the floor, |
want to tell him that one piece of this
legislation that | think is particularly
important are the provisions dealing
with Medicare reimbursement for rural
hospitals and other rural health care
providers. | know he talked about how
this Senate has dealt with this concern
before, and we have. In fact, we had a
very strong vote on it. But at this
point, significant legislation has not
been signed into law.

The fact is, his constituents in lowa
and mine in North Dakota pay the
same payroll tax out of our paychecks
as everybody else in the country, ex-
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cept we do not get the same reimburse-
ment for much of what our providers
do. And the result is, some very impor-
tant health care facilities in smaller
rural States, in smaller communities,
are struggling and having an awfully
difficult time making it because the
provider reimbursement system is not
fair.

I want to compliment my colleague
from lowa and others who have worked
on this. I have been pleased to work on
it some, but his leadership is very im-
portant in this area. That is one piece
of this legislation to which | think we
need to pay some attention. | will be
pleased when the President signs a bill
that includes these provisions, and so
will many of our rural health care pro-
viders who have waited a long while for
it.

Having said that, let me make a cou-
ple of comments about the broader
piece of legislation and why we are
here.

I think Medicare has been an excel-
lent program for this country. Prior to
the creation of the Medicare program,
over one-half of the senior citizens in
America had no health insurance cov-
erage. They reached their retirement
years—having worked all their lives, in
most cases—and discovered that when
they were in their sixties, seventies,
and eighties there was not a traffic jam
of insurance agents or insurance com-
panies wanting to see if they could
fully cover their health insurance
needs once they have reached 70 and 80
years of age.

What they discovered was that at
that age the cost of a health insurance
policy was almost prohibitive. The re-
sult, back in the early 1960s, is that
over half of the senior citizens in our
country had no health insurance cov-
erage at all. So the Congress passed a
Medicare program, which has been a re-
markably successful program.

The Medicare program has meant
that now 99 percent of America’s senior
citizens are covered under Medicare.
They do not have to live with the fear
of not having some basic health care
coverage when they reach retirement
age. When they reach their declining
income years, Medicare is there.

It has been there, and will be there.
It has been a remarkably successful
program.

Some say: But there have been fi-
nancing problems with Medicare. Yes,
that is true, and they are all borne of
success. By that | mean people are liv-
ing longer and better lives. As a result
of that, there have been some financing
issues and some financing difficulties
with Medicare. We would not have any
financing issues at all if we just went
back to the old life expectancy, but
people are living longer, better, more
productive lives. The result is that we
continue to talk about how we finance
Medicare.

An example of that: My brother was
telling me about a friend of his a while
back who, at age 89, bought a new car.
She, at 89 years old, bought a new car.
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He said she financed it with a 5-year
loan. | guess that is optimism. But
what a wonderful thing, an 89-year-old
person buying a new car and getting a
5-year loan.

There was a story in the North Da-
kota papers some long while ago about
a man who was 99 years old and still
farming. They had a picture of this old
99-year-old codger. He was getting on
his tractor. And the article talked
about his son. His son was in the Army
during the Second World War, and he
came back and decided he would work
with his dad until his dad retired. The
son was about 74 years old, and his dad
was 99 years old, and still farming. It
did not work out the way the son
thought. The story was about this 99-
year-old still driving a tractor.

I have often mentioned my uncle who
is in his early eighties. | believe he is
81 or 82 years old now. He discovered in
his early seventies that he was a run-
ner. He ran faster than most people his
age. He started entering the Senior
Olympics. My uncle runs the 400 and
the 800 meter. He now has 43 gold med-
als. He has been running in California
and Arizona and Minnesota. My aunt
thinks he is about half goofy for an 80-
year-old.

What a wonderful thing: An 89-year-
old buying a car; a 99-year-old still
farming; an 8l-year-old running in the
400 and the 800 races in the Senior
Olympics. People are living longer.
That is a good thing.

However, Medicare, as it was devel-
oped in the 1960s, is basically for acute
care or hospital care. If you get sick,
you go to a hospital, and they help you.
The medical model has changed dra-
matically since then and so must Medi-
care. That is what brings us to the Sen-
ate floor. We recognize that the pre-
scription drugs now available that keep
people out of the hospital, that allow
them to control some of their health
conditions and continue to lead produc-
tive lives, were not available in the
early 1960s when Medicare was devel-
oped.

We come to the floor with a proposal
that says: Over 30 years has elapsed
since the writing of the Medicare pro-
gram. It is now time to put a prescrip-
tion drug benefit in the program.

Let me describe what that means in
my State. We have 103,000 people who
are on Medicare in the State of North
Dakota. North Dakota is a relatively
small State in terms of its population.
It is large geographically, 10 times the
size of Massachusetts in land mass, but
it has only 645,000 people. We have
103,000 on Medicare. The people who are
on the Medicare program paid payroll
taxes all of their working lives, begin-
ning back in the mid 1960s, and that
money is what provides the capability
of their being able to access the Medi-
care program.

Senior citizens, although they are 12
percent of America’s population, con-
sume one-third of all the prescription
drugs in this country. It is probably
pretty obvious to anyone who has been
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around senior citizens that they often
take multiple prescription drugs. It is
not unusual to talk to a senior citizen
who takes 5 and in some cases 10, 12, or
more different prescription drugs every
day. The fact is, many of them simply
cannot afford to pay for these drugs.
Many of them do not have prescription
drug coverage through any kind of in-
surance plan. Because of that need, be-
cause so many of them can’t afford
their medicines, we propose giving
Medicare beneficiaries a prescription
drug benefit.

A woman came up to me at the end of
a town meeting in northern North Da-
kota one day. She was perhaps in her
late 70s or early 80s. She grabbed me by
the elbow and said: Mr. Senator, | want
to talk to you a moment. My doctor
tells me that | must take a range of
prescription drugs to control diabetes
and heart trouble. The problem is, |
can’t afford to take them and can’t af-
ford to buy them. Can you help me?

As she began talking about it, her
eyes welled up with tears. This woman,
perhaps 80 years old, was stranded. The
doctor said: You have serious health
problems, diabetes, heart trouble, and
more. Here is what you have to take.
These prescription drugs will control
your health issues.

She said: | don’t have the money.

A widow, living on a small Social Se-
curity payment, she does not have the
capability of going in to a pharmacy
and paying the very high cost for pre-
scription drugs.

Let me say there are some things
that have happened we should mention.
I know the pharmaceutical industry
sometimes takes a look at me and
thinks I am always on the floor trying
to put downward pressure on prescrip-
tion drug prices. That is true. It is be-
cause | believe so strongly that we
need to make sure that miracle drugs
can provide miracles for those who
need them. Miracle drugs cannot pro-
vide miracles for those who cannot af-
ford them.

| want to say this about the industry.
First, a number of pharmaceutical in-
dustry companies have stepped up to
the plate since we last debated this
subject. They offer programs to provide
some free medicine to low-income pa-
tients and medicine discount cards for
Medicare beneficiaries who don’t have
drug coverage. In 2002, we are told, the
American pharmaceutical companies
provided free medicine to 5.5 million
patients. There are several programs of
this type. Pfizer, Eli Lilly, and many
others have these programs.

We ought to recognize that is a good
thing. We ought to say to them: Good
job. Frankly, that is a positive step.
But these programs are no substitute
for offering a prescription drug benefit
to all Medicare beneficiaries. The phar-
maceutical companies, although | have
significant disagreements with them
about pricing issues, ought to be com-
mended for stepping forward and pro-
viding some approaches to help those
very low-income seniors who have no
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recourse, no other alternatives. They
have helped 5.5 million patients in the
United States. But that is not a sub-
stitute for offering this legislation to
put a prescription drug benefit in the
Medicare program.

We are going to offer some amend-
ments to the bill before us. | will offer
an amendment or two. Some of my col-
leagues will offer amendments in the
coming week and a half with the expec-
tation that by the end of next week the
Senate will finish its work on this bill.
We will have passed legislation that for
the first time since the early 1960s,
when Medicare was created, will sub-
stantially improve the capability of
Medicare to maintain the good health
of senior citizens by adding a prescrip-
tion drug benefit.

There are some weaknesses in the
legislation that came out of the Fi-
nance Committee. My hope is we can
address them and improve them. The
legislation that came out of committee
has a coverage gap that is pretty dif-
ficult. We need to fix that. There are
periods where, even though bene-
ficiaries will be paying premiums, their
purchases of prescription drugs will not
be covered. Those periods are, of
course, first with the deductible. For
the first $275 in drug expenses there
would be no coverage. And then in ad-
dition, when seniors reach $4,500 in
drug spending, their prescription drug
coverage stops. Then catastrophic cov-
erage will kick in when their drug
spending reaches $5,800. During that
$1,300 stretch between $4,500 and $5,800
in expenses, there will be no coverage
at all. So senior citizens will be paying
premiums during those months but
have no coverage for the prescription
drugs they are purchasing. That cov-
erage gap needs to be fixed.

The legislation has no defined benefit
or premium. We need to fix that if we
can. We don’t know what kind of
charges would be set by the insurance
companies, what the actual premium
would be, exactly how would they de-
fine the benefits, and would they
change or differ from region to region.
| am particularly concerned that rural
Medicare beneficiaries, those in small-
er States, will be charged higher pre-
miums than urban beneficiaries. We
need to be very careful about that. |
hope we can address some of it in
amendments.

Reducing drug costs is another issue.
Having just complimented the pharma-
ceutical industry, let me also say | be-
lieve we ought to pass the generic leg-
islation that will tend to put some
downward pressure on prescription
drug expenditures. | also believe we
ought to, as do some of my colleagues
who have worked with me, have the
global market system work for pre-
scription drug consumers. The way the
system could work, not just for Medi-
care but for all prescription drug con-
sumers, is to allow those consumers to
purchase the identical drug put in the
same bottle made by the same manu-
facturing company from Canada, pro-
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vided that you have a safe chain of cus-
tody. In Canada, the same medicines
that are available in the United States
are sold for a fraction of the price.

A pharmacist in Pembina, ND, is pro-
hibited from going to Emerson, Canada
5 miles north and buying a prescription
drug such as Tamoxifen for a fraction
of the price. That pharmacist cannot
now bring that Tamoxifen back and
pass the savings along to a woman who
has breast cancer in Pembina, ND.

I frankly think they should be al-
lowed to do that. That is another way
by which we can put downward pres-
sure on prescription drug prices.

Well, those are some of the issues we
are going to be dealing with this week.

Again, my fervent hope is at the end
of this process we will, with a bipar-
tisan piece of legislation, get the best
of what all have to offer in this Cham-
ber. We so often see legislation come to
the floor of the Senate that has a pret-
ty significant partisan split, and we
often end up getting the worst of what
can be provided rather than the best.

I hope in this legislation on the issue
of prescription drugs and Medicare we
all recognize a couple of points. One, it
is long past time to do this. Were we to
create the Medicare Program today,
there is no question but that it would
have a prescription drug benefit in it.
Most of the lifesaving prescription
drugs have become available since
Medicare was originally written. That
is No. 1. | think we are at that point
where virtually everybody in this
Chamber understands we ought to do
this, and we ought to do it now.

The second and most important issue
is we ought to do it right. There is a
right way and a wrong way to do this.

First of all, the benefit ought to be
reasonably simple, understandable, af-
fordable, and provide significant bene-
fits to the senior citizens of the coun-
try who need prescription drugs. That
means simplifying this bill, trying to
solve the coverage gap, and trying to
put some downward pressure on prices.

| yield the floor.

Mr. BREAUX. Mr. President, | yield
to the Senator from Vermont 10 min-
utes.

The PRESIDING OFFICER. The Sen-
ator from Vermont is recognized for 10
minutes.

Mr. JEFFORDS. Mr. President, it is
not hyperbole to start by saying that
we are engaging in a truly historic
Medicare debate—one that has the po-
tential to rival the 1965 creation of the
Medicare Program. Over the next 2
weeks, we will have the opportunity to
consider and enact the most significant
Medicare modernization in 37 years. We
have the chance to do more for the
health care and well-being of our Na-
tion’s elderly than has been accom-
plished through any recent Medicare
legislation.

I commend Senator GRASSLEY and
Senator BAaucus for their work in
bringing this measure to the Senate
floor.

The Prescription Drug and Medicare
Improvement Act is a landmark im-
provement to the Medicare Program
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and our colleagues deserve a great deal
of credit for reaching this bipartisan
agreement—I would say tripartisan.

This is a large and complex bill—
measuring over 600 pages. It is not at
all unusual for a proposal of that size
to have issues remaining and | know
there are some of our colleagues for
whom these issues need to be debated
and addressed. So we should not be Pol-
lyanna about the outcome. Work re-
mains to be done.

But | have been listening to our col-
leagues as they have come to the floor
to discuss this bill and | am encouraged
by the largely positive tone of their re-
marks. | am encouraged because this
year | sense a cautious optimism
among our colleagues that this Con-
gress—this year—we will be successful.

As our colleagues know, | have been
working on various efforts to mod-
ernize Medicare and to provide a pre-
scription drug relief for our elders for
many years. Most recently, | had the
pleasure and honor to work with sev-
eral of our colleagues on what came to
be known as the tripartisan bill. 1
joined with Senator GRASSLEY, Senator
BREAUX, Senator SNOWE, and Senator
HATCH in a 2-year effort at drafting a
compromise measure that we felt could
gain a majority of votes in the Senate.

It was a true pleasure working with
my friends in the tripartisan group and
although we were not ultimately suc-
cessful last year, | am convinced that
much of our effort then has contrib-
uted to the bill we are debating now.
So it is with a great deal of satisfac-
tion that | am here to speak in favor of
S. 1, the Grassley-Baucus, Prescription
Drug and Medicare Improvement Act of
2003.

S. 1 provides for a comprehensive,
universal and affordable prescription
drug benefit under Medicare. It also
pioneers new arrangements with pri-
vate sector-based health plans that
promise to integrate traditional med-
ical care with innovations in the areas
of disease prevention and chronic dis-
ease management.

The drug benefit, in particular
though, meets four principles that have
guided me throughout this effort.
First, this program provides a uni-
versal benefit; it is available to all
Medicare beneficiaries. While | believe
it is critical to provide a benefit to the
poor and those with catastrophic costs,
all seniors, regardless of income, will
benefit from this plan.

Second, this program is comprehen-
sive. Beneficiaries will have access to
the best medicines, and will not be lim-
ited to only the cheapest ones for the
sake of saving money.

Third, this Medicare drug benefit is
affordable—for both beneficiaries and
the Government.

Finally, for a drug benefit to be truly
successful it must be sustainable. It
will do little good to repeat the cata-
strophic failure of years past by begin-
ning a program that we cannot carry
on.

This program, which combines sen-
iors’ contributions with a Government
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guarantee, will have the best chance of
enduring into the future.

I believe this bill meets these four
standards. It is universal, comprehen-
sive, affordable, and sustainable.

Could it be improved? Probably. And
that is why we will debate and possibly
amend it this week. But this approach
is a good compromise. It offers a re-
spectable and responsible plan within
the budget limitations we face. It is a
good compromise. | support this bill
and urge the Members here to support
it as well.

In closing, | also thank several of our
other colleagues who contributed so
much to this effort. | think again, that
the work of our tripartisan group from
last year did much to pave the way to
today’s bill—so | thank my colleagues
for letting me join with them in seek-
ing a tripartisan solution.

Again, | thank Senators GRASSLEY,
my friend of over 28 years. We have
worked on this issue and many others
in the past. | think this will be one of
our proudest achievements.

Also, this bill would not have the bal-
ance that it does without the contribu-
tions of other members including Sen-
ators BAucus, DASCHLE, GRAHAM, and
ROCKEFELLER of the Finance Com-
mittee and of Senator KENNEDY’s ef-
forts to bridge the divides where they
existed.

As | close for today, | would like to
mention that the measure we are de-
bating this week contains many more
significant provisions than just those
related to prescription drugs. So | will
look forward to returning to the Sen-
ate floor at a later time to discuss
those provisions with our colleagues.

Mr. President, | yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Louisiana.

Mr. BREAUX. | yield the remaining
time we have to the Senator from
Michigan.

The PRESIDING OFFICER. The Sen-
ator from Michigan is recognized for 12
minutes.

Ms. STABENOW. Mr. President, |
thank my colleague from Louisiana,
who | know has spent years focusing on
the issue of health care and Medicare
prescription drug coverage.

First, while | present an opposing
view in terms of some of what is dis-
cussed here, | share the commitment
and desire of all of us to do what is
right in terms of the seniors and those
with disabilities who are on Medicare
who have waited for too long for us to
come together and act as a body, along
with the President.

I will start by commending my col-
leagues on both sides of the aisle who
have been diligently working through a
number of issues and a number of ob-
stacles to come up with an approach
they believe is the best approach or the
most doable approach right now before
the Congress. Certainly, Senator
GRASSLEY, Senator BAuUcuUs, Senator
BREAUX, Senator JEFFORDS, who just
spoke, Senator SNOWE, and many oth-
ers have been involved in these discus-
sions.
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As one who has spent a tremendous
amount of time myself focusing on
Medicare and the need for updating and
strengthening Medicare to cover pre-
scription drugs, | commend them for
their desire and concern and hard work
in coming to this point. I do not be-
lieve we are doing all we can do and
should do as a country or as a Congress
for our seniors under Medicare.

I do believe Medicare has been a
great American success story since
1965. | agree that it needs to be mod-
ernized, and not just prescription drugs
but | agree with the Secretary of
Health and Human Services who fo-
cuses on prevention. I commend him
for his efforts and agree with him that
we need to modernize Medicare to
focus more on prevention and other op-
tions that can streamline the system
and make it more efficient.

I do not believe, however, that we
save dollars or create a more efficient
system by turning over prescription
drug coverage to private insurance
companies. At the appropriate point, |
will be offering an amendment that
will give true choice to seniors by al-
lowing them to choose a private sector
option but to also be able to remain in
traditional Medicare and get the help
they need if that is their choice. If we
are truly talking about choice, | be-
lieve the choice should be with the sen-
ior.

This really is a question of whom we
are designing the system for, whether
we are designing it for the insurance
companies, for the pharmaceutical
companies, or for the people who are
covered under this system. I am con-
cerned that we can do a better job for
our seniors if, in fact, we offer them a
true range of choices.

I find it interesting at a time when |
am back home in Michigan talking to
the big three automakers or small
businesses or others who are struggling
with insurance premiums in the pri-
vate sector, the premiums are sky-
rocketing. The average small business
has seen its health insurance premiums
double in the last 5 years. The auto-
makers and other manufacturers in my
State have seen their premiums go up
20 to 30 percent a year, forcing them to
freeze pay increases for employees,
asking them to pay a larger share of
the cost, cutting salaries or, in some
cases, people losing their jobs because
their business cannot afford to main-
tain the skyrocketing premium in-
creases in the private sector.

Given that fact, | find it ironic that
we are suggesting we would save dol-
lars by going to a private for-profit in-
surance model where, in fact, the pre-
miums have been rising two or three
times faster than those under Medi-
care; that when we look at the admin-
istrative cost difference, it is less
under Medicare. When we look at the
current choices we have between
Medicare+Choice, which is Medicare
HMOs, or traditional Medicare, we hear
that studies have shown that to pro-
vide the same service through the
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HMO, on average, costs 13.2 percent
more than if it were provided through
traditional Medicare.

So | question, as we have precious
few dollars to work with to be able to
provide the services and the care for
which our seniors are asking, the wis-
dom of moving to a model that is rising
in cost faster than Medicare. | have not
seen evidence where, in fact, it will
provide the kind of competition to
lower the prices, which we are all look-
ing for from the private sector at this
time. In fact, what | am hearing from
the business community is they want
us to partner more with them, the pub-
lic sector and the private sector. Be-
cause we now have our global economy
and businesses competing around the
world and because we are the only em-
ployer-based health insurance system
among the industrialized countries,
they find themselves at a competitive
disadvantage and are asking to partner
with the private sector to both contain
costs and be able to help them compete
and continue to be able to provide in-
surance coverage.

So in light of all of these discussions
that are going on, we look at Medicare,
which is the one piece of a health sys-
tem that Congress in its wisdom back
in 1965, along with the President, said
we are going to make sure is available,
universal, once one is 65 or if they are
disabled, regardless of where they live;
if they are in the Upper Peninsula of
Michigan, Detroit, or in Benton Har-
bor, they know they will be able to
have insurance coverage, be able to
choose their own doctor, be able to get
the care they need. They know what it
costs. They can count on it. That is the
miracle. That is the reason so many
seniors overwhelmingly choose tradi-
tional Medicare rather than other pri-
vate sector options.

So we come to the difficult choice
now of how to provide prescription
drug coverage, and there is a difference
of view certainly about whether we
should strengthen traditional Medicare
or provide incentives, encouragement,
a carrot stick—whatever one wishes to
call it—for those to go into managed
care. | commend my colleagues for at-
tempting to find that balance in the
middle. | believe the balance really is
not struck unless we make sure that
traditional Medicare is part of that
choice.

I also am very concerned that we
hear constantly that, in fact, we have a
situation where we can only afford to
go a part of the way. It is my under-
standing, when all is said and done, we
are talking about providing most sen-
iors—certainly middle-income sen-
iors—with 20 or 25 percent to help with
their drug bill over time. | do commend
the structure for low-income seniors,
but overall we know we are not pro-
viding a comprehensive prescription
drug benefit with the dollars involved.
It is half of what it would take to pro-
vide the same coverage we have as Sen-
ators through Blue Cross and Blue
Shield under the Federal employee
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health system. So we certainly are not
providing what we, other Federal em-
ployees, receive for a comprehensive
benefit.

I have often heard, well, we cannot
afford to do that. | feel it necessary to
indicate for the record one more time
why it is we are talking about a system
that is not comprehensive, will end for
several months of the year for seniors,
will not provide them what they need,
and is complicated and convoluted, I
believe, and that is because of another
set of policies that were debated in this
Congress not long ago, coupled with
what happened in 2001, and that is the
question of making a determination, a
value judgment, that it is a bigger pri-
ority to provide tax cuts for the
wealthiest, the privileged few of our
country, rather than helping the many
of our seniors and the disabled to be
able to put money in their pockets
through prescription drug coverage.

It is astounding to look at what that
decision has done. We are told that the
2001 tax cuts made permanent and the
other proposals passed over the next 75
years will, in fact, cost $14.2 trillion,
where the projected Medicare and So-
cial Security deficit combined—not
just Medicare but Medicare and Social
Security deficit—is $10 trillion.

This has been a conscious choice to
make a decision to spend dollars in one
way to help a few people in our country
rather than to keep the commitment of
Social Security and Medicare that we
have had for many decades in our coun-
try. The fact that we are talking about
an inadequate benefit that ends, that
leaves coverage gaps of 3 or 4 months a
year for our seniors, the fact that we
are talking about an approach that
does not do what they have asked us to
do, is because of decisions made to take
revenue and instead of investing it in
health care for older Americans, in-
stead of investing it in strengthening
Social Security for the next genera-
tion, the decision was made to elimi-
nate that revenue.

By the way, that decision has re-
sulted this year in the highest single-
year deficit in the history of our coun-
try. Unfortunately, a hole has been
dug. | fear it will continue to be dug
deeper and deeper with the decisions
that will be made.

It is not too late to decide in this de-
bate we will do it right—real choice, a
real benefit—that we make decisions
that are best for the majority of the
people we represent. They are counting
on us to do this right.

———

RECESS

The PRESIDING OFFICER. Under
the previous order, the hour of 12:30
p.m. having arrived, the Senate will
stand in recess until the hour of 2:15

.m.

P Thereupon, the Senate, at 12:30 p.m.,
recessed until 2:15 p.m. and reassem-
bled when called to order by the Pre-
siding officer (Mr. VOINOVICH).

The PRESIDING OFFICER. The Sen-
ator from Utah.
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PRESCRIPTION DRUG AND MEDI-
CARE IMPROVEMENT ACT OF
2003—Continued

Mr. BENNETT. Mr. President, | ask
unanimous consent that for the dura-
tion of today’s session, S. 1 be available
for debate only, with the time until 6
o’clock today equally divided as under
the previous order.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. Mr. President, it is clear
from this unanimous consent request
that we are waiting for CBO scoring on
the Medicare bill. That, it is my under-
standing, will not be in until very late
tonight. So as | understand this unani-
mous consent request, if we extend the
time past 6 tonight, it still will be for
debate only on this matter; is that
right?

Mr. BENNETT. | say to the Senator,
my understanding is the same as his,
but I am not in any position to make a
commitment.

Mr. REID. | would advise Members |
don’t think they can expect at 6
o’clock to start offering amendments. |
don’t think the bill will be ready at
that time. So if we do go past 6 o’clock,
I am confident it will be for debate
only.

But | agree to the request at this
time, that until 6 o’clock today the
time be equally divided as requested by
the Senator from Utah.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. REID. Mr. President, if | could,
through the Chair, ask the Senator
from Utah if the Senator from Utah is
going to speak on the bill at this time?

Mr. BENNETT. That is correct.

Mr. REID. | ask unanimous consent
that following his statement the rank-
ing member of the Budget Committee,
Senator CONRAD, be recognized to
speak on this legislation now before
the Senate.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

The Senator from Utah.

Mr. BENNETT. Mr. President, we are
debating the substance of the bill that
came from the Finance Committee
with respect to a prescription drug ben-
efit for Medicare. We all recognize that
providing a prescription drug benefit
for Medicare is long overdue, some-
thing that has been needed badly for a
long period of time. I am heartened by
the bipartisan nature of the vote that
came out of the Finance Committee.

I am reminded of an occasion when |
first came to the Senate and we began
debating health care. | fell in step with
the then-chairman of the Finance Com-
mittee, Senator Moynihan from New
York. Senator Moynihan is one whom |
met when | was first serving in the
Nixon administration and he was serv-
ing as the domestic counselor to Presi-
dent Nixon. | felt close to him from
then on.

As we walked through the door into
the Chamber, | said to him: Pat, do you
think we are finally going to get some
health care reform this year?
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